The  University  of  North  Carolina  at  Wilmington 

FINANCIAL 
R  E  P  O  IM 


1998  -  1999 


TINTW  Financial  ReP°rt  1998-1999 

l^-^^-V^   The  University  of  North  Carolina  at  Wilmington 


Table  of  Contents 

Letter  of  Transmittal 2 

Student  Data 3 

Endowment  Funds 4 

Current  Funds 5 

Summary  of  Current  Funds 6 

Balance  Sheet 8 

Statement  of  Changes  in  Fund  Equity 10 

Statement  of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes 12 

Consolidated  Balance  Sheet f. 14 

Notes  to  Financial  Statements 15 

Board  of  Trustees  and  University  Officers 32 


A  Letter  of  Transmittal 


To:     Chancellor  James  R.  Leutze  and  the 

Board  of  Trustees  of  The  University  of  North  Carolina  at  Wilmington 

I  am  pleased  to  submit  the  1999  Financial  Report  for  The  University  of  North  Carolina  at  Wilmington.  The  report  contains  trend  data  on 
the  student  body,  current  fund  revenue  and  expenditure  growth,  and  a  five  year  comparison  of  current  funds.  This  information  is  provided 
to  supplement  our  basic  financial  statements  which  include  a  Balance  Sheet,  Statement  of  Changes  in  Fund  Balances,  Statement  of 
Current  Fund  Revenues.  Expenditures,  and  Other  Changes,  and  a  Consolidated  Balance  Sheet. 

The  year  ending  June  30,  1999,  was  filled  with  significant  events  that  will  shape  the  university  in  the  21s1  century.  One  of  the  most 
important  events  was  the  creation  by  Chancellor  Leutze  of  the  division  for  Information  Technology  Systems.  The  creation  of  the  new 
division  is  a  culmination  of  a  two  years  of  study  and  planning  on  the  part  of  the  university.  As  a  result  of  this  planning,  funding  was  made 
available  to  create  the  division  without  any  resource  drain  on  other  divisions.  The  creation  of  the  new  division  was  financed  by  an  increase 
in  university  technology  fees  and  the  reallocation  of  existing  functions  into  the  division  for  Information  Technology  Systems.  The  Office 
of  Information  Technology  and  the  Management  Information  Systems  departments  were  moved  from  Academic  Affairs  to  Information 
Technology  Systems.  The  Telecommunications  department  was  moved  from  Business  Affairs  to  the  new  division. 

The  university  had  many  personnel  changes  during  the  last  fiscal  year.  The  Dean  of  the  Watson  School  of  Education  Dr.  Robert  E.  Tyndall 
was  promoted  to  the  new  position  of  Vice  Chancellor  of  Information  Technology.  Additionally,  the  provost  search  was  held  during  1998- 
99  to  replace  Dr.  Marvin  K.  Moss  who  retired  effective  July  1,  1999.  The  university  was  very  fortunate  in  securing  the  services  of  Dr.  John 
C.  Cavanaugh  as  the  new  university  provost.  Mr.  Patton  McDowell  was  named  vice  chancellor  for  University  Advancement.  Ms.  Tammy 
Blizzard,  university  comptroller  retired  and  Ms.  Jan  Riemersma,  formerly  associate  comptroller,  assumed  the  duties  of  comptroller  for  the 
university. 

The  job  market  in  North  Carolina  and  the  United  States  is  changing  and  becoming  more  difficult  to  recruit  and  retain  new  employees.  The 
university  has  invested  over  $300,000  in  the  past  few  years  to  provide  funding  for  hard-to-recruit-and-retain  job  classes.  These  include,  but 
are  not  limited  to  police  officers,  computer  technicians  and  analysts,  and  also  our  physical  plant  trades  such  as  HVAC,  electrical,  and 
plumbing,  etc.  The  tight  job  market  has  created  significant  employee  turnover  that  has  impacted  the  services  the  university  was  able  to 
provide.  The  university  is  doing  everything  possible  to  attract  and  retain  valued  employees. 

For  the  first  time  in  recent  memory,  the  legislature  did  not  approve  any  capital  project  funds  for  1999-2000.  UNCW  capital  construction 
activity  continued  to  go  forth  unabated  with  such  projects  as  Myrtle  Grove  Marine  Science  Center,  Recreation  Center,  the  new  classroom 
building,  and  Student  Programming  space  (Belk-Hewlett).  The  university  has  received  planning  funds  for  a  new  education  building  but 
we  are  in  need  of  funds  to  proceed  with  this  project  so  that  we  will  not  run  out  of  need  classroom  space,  so  that  we  may  continue  to  grow. 

UNCW  recognized  the  potential  impact  of  the  Year  2000  issue  to  students,  parents,  faculty,  alumni,  and  our  business  partners  and  estab- 
lished a  Year  2000  project  team  in  1997.  The  university  is  cooperating  fully  with  state  agencies  and  external  groups  with  whom  we  have 
an  interface.  Work  will  continue  throughout  1 999  to  reduce  the  risk  associated  with  Year  2000. 

The  university  awarded  funds  to  twelve  faculty  to  develop  its  first  completely  on-line  course  offerings  which  enrolled  some  360  students 
during  the  academic  year.  University  faculty  also  increasing  rely  upon  electronic  information  technology  in  the  classroom  to  help  improve 
the  classroom  learning  experience. 

Business  Affair  division  continues  to  strive  to  provide  the  university  community  with  the  services  it  needs  in  order  to  provide  an  opportu- 
nity for  higher  education  for  the  people  of  North  Carolina. 

Very  truly  yours. 


R.  O.  Walton.  Jr. 

Vice  Chancellor  for  Business  Affairs 


Student  Data 


The  charts  and  tables  presented  on  this  page  are  designed  to  present  the  diversity  and  growth  of  the  student  body  at  the  University  of 
North  Carolina  at  Wilmington.  These  charts  are  based  on  the  student  population  for  the  fall  of  1998  semester.  Additionally,  it  should 
be  noted  that  the  number  of  international  students  increased  from  140  in  the  fall  of  1997  to  200  in  the  fall  of  1998.  The  university  had 
6,686  freshman  applications,  4,436  acceptances  and  1,718  enrolled  for  the  fall  semester.  The  entering  freshman  class  for  the  fall  of 
1998  had  average  SAT  scores  of  1,082. 


Status 


Residency 


Gender 


Race 


Full  Time       81.8% 
Part  Time        18.2% 


In  State  86.9% 

Out  of  State    13.1% 


Female  60.2% 

Male  39.8% 


White  91.0% 

Minority  9.0% 
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□  FTE    □  Headcount 


The  Endowment  Fund 


The  University  receives  support  from  the  endowment  to  provide  additional  resources  in  many  needed  areas.  Endowment  income  is 
used  to  fund  scholarships,  professorships,  student  loans,  organized  research  and  institutional  support.  These  funds  are  an  important 
resource  for  the  University. 

The  endowment  fund  is  composed  of  gifts  and  bequests  from  donors  who  have  stipulated  that  the  principal  is  to  be  retained  and 
invested  to  produce  income  which  must  be  expended  in  accordance  with  their  wishes.  The  endowment  fund  is  also  composed  of 
quasi-endowment  funds  which  the  Board  of  Trustees  have  designated  as  endowment  funds.  Quasi-endowment  principal  is  retained 
and  invested  just  as  any  other  endowment  funds;  however,  the  Board  at  its  discretion,  can  move  these  funds  from  the  endowment  to 
the  current  funds. 

The  market  value  of  the  endowment  fund  of  the  University  grew  from  $18.56  million  at  June  30,  1998  to  $20.55  million  June  30, 
1999.  an  increase  of  $1.99  million.  This  represents  an  increase  of  10.7%  from  the  previous  year.  This  increase  is  attributed  to  gifts, 
transfers,  capital  gains,  and  reinvestment  of  earnings.  Through  the  generosity  of  many  donors  the  endowment  had  gifts  totaling 
$634,628  last  year.  The  endowment  also  provides  the  University  with  $508,000  of  support  for  the  numerous  programs  which  it 
funds.  Finally  the  endowment  had  a  total  return  of  9.7%  for  the  year  ended  June  30,  1999. 


Endowment  Fund  Assets 
Market  Value  at  June  30 
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Current  Funds 


The  current  fund  has  total  revenues  of  $121.66  million  to  fund  the  current  operations  for  the  year  ended  June  30,  1999.This  amount 
represents  an  increase  of  12.3%  over  the  prior  period.  Of  the  total  current  fund  revenues,  $7 1 .66  million  were  recognized  as  revenue 
in  unrestricted  educational  and  general  funds  and  $3 1 .07  million  in  total  revenues  were  generated  in  auxiliary  enterprises  from  sales 
and  services,  student  fees  and  investment  earnings.  The  remaining  $10.96  million  of  revenues  were  recognized  in  restricted  funds. 
These  charts  represent  education  and  general  revenues  and  expenditures. 


Educational  and  General  Revenues 


Educational  and  General  Expenditures 


Gifts  &  Grants 

14.1% 


Financial  Aid 

6.8%  Research 

8.5% 


Phy.  Pit.  9.1% 


The  current  fund  had  total  expenditures  of  $113.12  million  plus  mandatory  transfers  of  $4.64  million  for  a  total  of  $1 17 #7  million 
for  the  year  ended  June  30,  1999.  This  compares  with  total  expenditures  and  mandatory  transfers  of  $105.89  million  in  the  prior 
period  which  represents  a  9.0%  increase  in  expenditures  .  Expenditures  for  unrestricted  educational  and  general  purposes  were 
$78.81  million;  auxiliary  enterprises  ,  $23.35  million:  and  restricted  funds  ,  $10.96  million. 
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□  Revenues  □  Expenditures 


Summary  of  Current  Funds 

Five  Year  Comparison  Years  Ended  June  30 


1999 


1998 


Revenues 

Educational  and  General 
State  Appropriations 
Tuition  and  Fees 
Federal  Contracts  and  Grants 
State  Contracts  and  Grants 
Private  Contracts  and  Grants 
Endowment  Income 
Investment  Income 
Sales  and  Services 
Other  Revenues 


52,338,582 

43.0% 

21.296,785 

17.5% 

9,882,096 

8.1% 

430,582 

0.4% 

2,429,540 

2.0% 

512,012 

0.4% 

1,588,732 

1.3% 

1,301,346 

1.1% 

808,743 

0.7% 

47,034,916 

43.4% 

19,706,472 

18.2% 

8,622,802 

8.0% 

468,018 

0.4% 

1,642,418 

1.5% 

344,241 

0.3% 

1,459,884 

0.9% 

826,587 

0.8% 

1,053,263 

1.0% 

Auxiliary  Enterprises 
Revenues 


31.073,852 


25. 


27,200,030        25.1% 


Total  Revenues 


121,662,270       100.0% 


108,358,632       100.0% 


Expenditures  and  Mandatory  Transfers 


Educational  and  General: 
Instruction 
Organized  Research 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Physical  Plant  Operations 
Student  Financial  Aid 
Mandatory  Transfers 


40,451,293 

34.3% 

7,605,061 

6.5% 

1,579,783 

1.3% 

9,582,070 

8.1% 

4,622,124 

3.9% 

11,652,060 

9.9% 

8,220,027 

7.0% 

6,059,458 

5.1% 

71,701 

0.1% 

38,049,360 

35.9% 

6,579,211 

6.2% 

1,170,695 

1.1% 

7,566,526 

7.1% 

4,258,912 

4.0% 

10,598,279 

10.0% 

7,498,262 

7.1% 

5,149,124 

4.9% 

81,986 

0.1% 

Auxiliary  Enterprises 
Expenditures 
Mandatory  Transfers 


23,347,777         19.8% 
4,577,442  3.9% 


21,002,773         19.8% 
3,941,104  3.7% 


Total  Expenditures  and  Mandatory  Transfers 


117,768,796       100.0% 


105,896,232       100.0% 


1997 


1996 


1995 


40,741,468 

42.2% 

19,664,934 

20.3% 

6,587,687 

6.8% 

162,030 

0.2% 

1,635,719 

1.7% 

326,397 

0.3% 

708,093 

0.7% 

690,647 

0.7% 

794,760 

0.8% 

37,358,417 

41.4% 

17,921,599 

19.9% 

7,809,357 

8.7% 

210,866 

0.2% 

1,059,997 

1.2% 

265,908 

0.3% 

587,931 

0.7% 

777,569 

0.9% 

609,049 

0.7% 

37,005,184 

41.9% 

16,368,407 

18.5% 

8,388,514 

9.5% 

242,848 

0.3% 

1,127,259 

1.3% 

248,153 

0.3% 

508,844 

0.6% 

647,295 

0.7% 

487,697 

0.6% 

25,345,728        26.2% 


23,627,308         26.0% 


23,262,493         26.3% 


96,657,463       100.0% 


90,228.001 
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4,465,162 

36.9% 

5,415,335 

5.8% 

1,045,848 

1.1% 

6,904,656 

7.4% 

3,967,054 

4.2% 

8,540,790 

9.1% 

6,751,204 

7.2% 

4,277,757 

4.6% 

47,744 

0.1% 

2,383,357 

36.4% 

5,937,189 

6.6% 

1,243,366 

1.4% 

6,942,040 

7.8% 

3,437,208 

3.9% 

7,912,772 

8.9% 

5,789,766 

6.5% 

3,869,279 

4.3% 

80,083 

0.1% 

0,247,890 

35.5% 

5,887,039 

6.9% 

1,573,167 

1.8% 

6,640,491 

7.8% 

3,239,100 

3.8% 

7,763,265 

9.1% 

5,680,666 

6.7% 

3,774,973 

4.4% 

79,698 

0.1% 

19,358,517        20.7% 
2,671,153  2.9% 


18,660,614        21.0% 
2,746,115  3.1% 


17,663,765         20.7% 
2,741,566  3.2% 


93,445,220       100.0% 


89,001,789       100.0% 


85,291,620       100.1 


Balance  Sheet 

June  30,  1999 


Current  Funds 


Unrestricted 

General 

Proprietary 

Restricted 

$           7,485,176 

$ 

10,032,038 

$            299.098 

2,551,936 

5,591,589 

180,550 

133,971 

683,918 

441,859 

1,141,800 

9,220 

1,646,886 

61,617 

27,897 

74,273 

165,374 

531,259 

47,155 

Assets 

Cash  and  Cash  Equivalents  (Note  IE  and  2) 

Investments  (Note IF  and  2) 

Accrued  Interest  Receivable 

Accounts  Receivable  (Net)  (Note  1G) 

Due  from  Federal  Agencies 

Due  from  Other  Fund  Groups 

Student  Loans  Receivable  (Net)  (Note  1G) 

Inventories  (Note  1) 

Prepaid  Expenses 

Bond  Issuance  Cost 

Land 

Buildings 

Other  Structures  and  Improvements 

Furniture,  Machinery  and  Equipment 

Artwork,  Artifacts  and  Literature 

Construction  in  Progress 


Total  Assets 


11,129,147 


16,633,862 


3,342,607 


Liabilities 

Accounts  Payable 

Contracts  Payable  -  Currently  Due 

Contracts  Payable  -  Retainage 

Accrued  Payroll 

Due  to  Other  Fund  Groups 

Accrued  Interest  Payable 

Accrued  Vacation  Leave 

Deposits  Payable 

Deferred  Revenue 

Notes  Payable  (Note  5 ) 

Bonds  Payable  (Note  5) 

Capital  Leases  Payable  (Note  6) 

Other  Payables 

Obligations  Under  Securities  Lending  Transactions 

Funds  Held  for  Others 


203,845 


665,326 
39,132 

2,171,462 

2,210,940 

70,152 


104,002 
2,551,936 


476,061 

4,289 

106,903 

8,800 

347,926 
320 

57,072 


358,644 
5,591,589 


105,866 


78,435 
50,022 


166,710 


Total  Liabilities 


8,016,795 


6,951,604 


401,033 


Fund  Equity 

Net  Investment  in  Plant 

U.  S.  Government  Grants  Refundable 

Endowment 

Quasi-Endowment  -  Restricted 

Quasi-Endowment  -  Unrestricted 

Restricted  for  Debt  Retirement 

Restricted  for  Repair  and  Replacement 

Other  Restricted  Funds 

Unrestricted  -  Designated  for  Specific  Purposes 


2,941,574 


Unrestricted  -  Undesignated  (Deficit) 

3,112,352 

9,682,258 

Total  Fund  Equity  (Deficit) 

3,112,352 

9,682,258 

2,941,574 

Total  Liabilities  and  Fund  Equity 

$ 

11,129,147 

$ 

16,633,862 

$ 

3,342,607 

The  accompanying  notes  are  an  integral  part  of  the  financial  statements 


Fiduciary  Funds 

Plant  Funds 

Loan 

Endowment 

Agency 

Unexpended 

Debt  Service 

Investment 
in  Plant 

$ 

291,498 
162,474 

$               53,550 
20,501,986 

$            582,686 
1,753,796 

$       17,587,966 
4,046,727 

$            956,863 
8,188,714 

682 

2,466  68,795 

4,169,965 

2,844 


24.640 


12,768 


44,768 


$    2,628,137 
872,162 


131,682  2,193  3,218 


$     874,310 


267,333 


16,351 
162,473  26,426  321,615 

1,971,432 


2,642,231 
104,536,086 

14,577,333 
15,112,767 

26,535,372 
20,724,523 


$    4,626,403     $   20,555,536     $    2,340,008     $   21,703,488     $    9,392.985     $   184,128.312 


$            702,518 

6,620,469 

2,140,051 

31,345 

25,306,568 
589,883 

4,046,727 

498,159 

162,473 174,459 2,340,008 14,170,713 3,811,198 26,598,969 

3,670,993  157,529,343 

14,350,560 

369,582 

5,660,935 

2,580,946 
2,084,000 
783,075  2,556,198 

9,862  4,976,577  916,841 


4,463,930 

20,381,077 

0 

7,532,775 

5,581,787 

157,529,343 

$ 

4,626,403 

$ 

20,555,536 

$■ 

2,340,008 

$ 

21,703,488 

$ 

9,392,985 

$ 

184,128,312 

Statement  of  Changes  in  Fund  Equity 

For  Year  Ended  June  30, 1999 


Current  Funds 


Unrestricted 


General 


Proprietary 


Restricted 


Revenues  and  Other  Additions 

State  Appropriations 

Tuition  and  Fees 

Federal  Grants  and  Contracts 

State  Grants  and  Contracts 

Private  Gifts.  Grants  and  Contracts 

Investment  Income 

Endowment  Income 

Sales  and  Services 

Expended  for  Plant  Facilities 

Retirement  of  Indebtedness 

Other  Sources 


52,338,582 

21,296,785 

812,301 

$ 

9,586,995 

10,825 

461,657 

1,355,330    $ 

588,571 

1,978,647 

664,032 

977,009 

68,073 

1,051,502 

12,660 

274,792 

1,301,346 

29,160,269 

800,327 


335,343 


48,472 


Total  Revenues  and  Other  Additions 


79,631,030 


31,073,852 


12,418,636 


Expenditures  and  Other  Deductions 

Educational  and  General 
Auxiliary  Enterprises 
Internal  Service  Funds 
Indirect  Costs  Recovered 
Expended  for  Plant  Facilities 
Retirement  of  Indebtedness 
Interest  on  Indebtedness 
Disposal  of  Plant  Facilities 
Other  Expenditures  and  Deductions 


78,814,487 


20,573,874 
2,472,294 


301,610 


10,936,357 


788,219 


21,031 


Total  Expenditures  and  Other  Deductions 


78,814,487 


23,347,778 


11,745,607 


Transfers 

Mandatory  Transfers  for  Debt  Service  Requirements 
Mandatory  Transfers  for  Matching  Requirements 
Non-Mandatory  Transfers 


(71,701) 
13,497 


(4,577,442) 
(2,710,927) 


69,730 


Net  Transfers  In  (Out) 


(58,204) 


(7,288,369) 


69,730 


Net  Increase  (Decrease)  for  the  Year 
Fund  Equity  (Deficit)  July  1, 1998 
Prior  Period  Adjustment  (Note  16) 


758,339 
2,354,013 


437,705 
9,244,553 


742,759 
2,198,815 


Fund  Equity  (Deficit)  June  30,  1999 


3,112,352 


9,682,258 


2,941,574 


The  accompanying  notes  are  an  integral  part  of  the  financial  statements 
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Plant  Funds 

Loan 

Endowment 

Unexpended 

Debt  Service 

Investment 
in  Plant 

$             3,501,375 

$ 

215,124 

$                  24,640 

100,511 
9,186 

$                  634,628 
1,352,363 

6,160 
64,642 

277,973 

$               1,082,500 

39 


13,891,065 


71,701 
1,938  42,582  2,583,180 


1,957,794 
1,948,595 


183,506  79,556  19,956  53,464 


4,577,442 


15,978,657 
1,979,253 


324,860  1,986,991  3,572,177  302,613  19,040.410 


358,146 


183,506  79,556  13,911,021  3,959,853  358,146 


73,639  42,582  2,583,180  4,577,442 


214,993 

1,950,017 

(7,755,664) 

920,202 

18,682,264 

4,248,937 

18,431,060 

15,288,439 

4,661,585 

139,229,468 

(382,389) 

4,463,930    $     20,381,077     $      7,532,775     $      5,581,787    $     157,529,343 


Statement  of  Current  Funds  Revenues, 
Expenditures,  and  Other  Changes 

Year  Ended  June  30, 1999,  with  comparative  totals  for  1998 


Unrestricted 


General 


Proprietary 


Revenues 

State  Appropriations 

Tuition  and  Fees 

Federal  Grants  and  Contracts 

State  Grants  and  Contracts 

Private  Gifts.  Grants  and  Contracts 

Investment  Income 

Endowment  Income 

Sales  and  Services 

Other  Sources 


52,338,582 

21,296,785 

812,301 

10,825 

1,355,330 

1,520,899 

194,635 

1,301,346 

800,327 


588,571 

977,009 

12,660 

29,160,269 

335,343 


Total  Revenues 


79,631,030 


31,073,852 


Expenditures 

Educational  and  General 
Instruction 
Organized  Research 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Physical  Plant  Operations 
Student  Financial  Aid 


39,713,673 

2,282,802 

994,027 

9,507,897 

4,545,320 

11,563,581 
8,215,159 
1,992,029 


Auxiliary  Enterprises 
Internal  Service  Funds 


20,875,483 
2,472,294 


Total  Expenditures 


78,814,488 


23,347,777 


Transfers  and  Additions/*  Deductions) 

Restricted  Receipts  Over/(Under)  Revenues  Earned 
Refunded  to  Grantors 

Mandatory  Transfers  for  Debt  Service  Requirements 
Mandatory  Transfers  for  Matching  Requirements 
Non-Mandatory  Transfers 


(71,701) 
13,497 


(4,577,442) 
(2,710,928) 


Net  Increase  (Decrease)  in  Fund  Equity 


The  accompanying  notes  are  an  integral  part  of  the  financial  statements 


758,338 


437,705 
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Year  Ended  June  30, 


Total 


Restricted 


1999 


1998 


52,338,582 

21,296,785 

812,301 

10,825 

1,943,901 

2,497,908 

207,295 

30,461,615 

1,135,670 


9,069,795 

419,757 
1,074,211 

67,833 
317,377 

8,416 


52,338,582 

21,296,785 

9,882,096 

430,582 

3,018,112 

2,565,741 

524,672 

30,461,615 

1,144,086 


19,706,472 

47,034,916 

8,622,802 

468,018 

2,092,382 

2,095,744 

351,792 

26,614,335 

1,372,172 


10,704,882 


10,957,388 


121,662,270 


108,358,632 


39,713,673 

2,282,802 

994,027 

9,507,897 

4,545,320 

11,563,581 
8,215,159 
1,992,029 


737,621 

5,322,259 

585,756 

74,173 

76,804 

88,479 

4,868 

4,067,429 


40,451,294 
7,605,061 
1,579,783 
9,582,070 
4,622,124 

11,652,060 
8,220,027 
6,059,458 


38,049,360 
6,579,211 
1,170,695 
7,566,526 
4,258,912 

10,598,279 
7,498,262 
5,149,124 


20,875,483 
2,472,294 


20,875,483 
2,472,294 


18,523,852 
2,478,921 


102,162,265 


10,957,388 


113,119,653 


101,873,140 


(4,577,442) 

(71,701) 

(2,697,431) 


673,029 


69,730 


673,029 

(4,577,442) 

(71,701) 

(2,627,701) 


451,920 

0 

(3,941,104) 

(81,986) 
(1,118,111) 


1,196,043 


742,759 


1,938,802 


1,796,211 


Consolidated  Balance  Sheet 

June  30, 1999  with  Comparative  Figures  at  June  30, 1998 


June  30, 1999 


June  30, 1998 


Assets 

Cash  and  Cash  Equivalents 

Investments 

Accrued  Interest  Receivable 

Accounts  Receivable  (Net) 

Due  from  Federal  Agencies 

Due  from  Other  Fund  Groups 

Student  Loans  Receivable  (Net) 

Inventories 

Prepaid  Expenses 

Bond  Issuance  Cost 

Land 

Buildings 

Other  Structures  and  Improvements 

Furniture.  Machinery  and  Equipment 

Artwork.  Artifacts  and  Literature 

Construction  in  Progress 


36,706,190 

41,223,976 

133,971 

2,267,577 

1,680,746 

235,048 

4,169,965 

696,632 

47,155 

222,767 

2,642,231 

104,536,086 

14,577,333 

15,112,767 

26,535,372 

20,724,523 


48,489,285 

43,407,667 

149,685 

1,202,841 

1,333,945 

244,263 

3,789,351 

652,943 

132,386 

239,302 

1,508,004 

97,067,733 

13,253,997 

13,486,903 

24,436,613 

12,432,152 


Total  Assets 


271,512,338 


Liabilities 

Accounts  Payable 

Contracts  Payable  -  Currently  Due 

Contracts  Payable  -  Retainage 

Accrued  Payroll 

Due  to  Other  Fund  Groups 

Accrued  Interest  Payable 

Accrued  Vacation  Leave 

Deposits  Payable 

Deferred  Revenue 

Notes  Payable 

Bonds  Payable 

Capital  Leases  Payable 

Other  Payables 

Obligations  Under  Securities  Lending  Transactions 


785,772 

2,628,137 

876,451 

850,664 

232,855 

874,310 

2,519,388 

2,211,260 

394,557 

702,518 

34,067,088 

589,883 

510,342 

13,044,020 


261,827,070 


561,226 

2,282,809 

453,159 

847,609 

170,027 

668,857 

2,290,016 

3,098,547 

529,981 

920,312 

35,772,926 

0 

216,615 

18,358,118 


Total  Liabilities 


60,287,244 


66,170,202 


Fund  Equity 

Net  Investment  in  Plant 

U.  S.  Government  Grants  Refundable 

Endowment 

Quasi-Endowment  -  Restricted 

Quasi-Endowment  -  Unrestricted 

Restricted  for  Debt  Retirement 

Restricted  for  Repair  and  Replacement 

Other  Restricted  Funds 

Unrestricted  -  Designated  for  Specific  Purposes 

Unrestricted  -  Undesignated  (Deficit) 


157,529,343 
3,670,992 

14,350,560 
369,582 
5,660,935 
2,580,946 
2,084,000 
6,280,848 
5,903,280 

12,794,609 


139,229,468 

3,608,067 

12,822,123 

357,342 

5,251,595 

2,580,946 

1,786,850 

3,126,072 

15,295,839 

11,598,566 


Total  Fund  Equity  (Deficit) 


211,225,094 


195.656.868 


Total  Liabilities  and  Fund  Equity 


271,512.338 


261,827,070 


Agency  funds  have  been  excluded  from  this  statement 
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Notes  to  the  Financial  Statements 


Note  1  -  Significant  Accounting  Policies 


A.  Financial  Reporting  Entity  -  The  concept  underlying  the  definition  of  the  financial  reporting  entity  is  that 
elected  officials  are  accountable  to  their  constituents  for  their  actions.  As  required  by  generally  accepted 
accounting  principles,  the  financial  reporting  entity  includes  both  the  primary  government  and  all  of  its 
component  units.  An  organization  other  than  a  primary  government  serves  as  a  nucleus  for  a  reporting 
entity  when  it  issues  separate  financial  statements.  The  University  of  North  Carolina  at  Wilmington  is  a 
constituent  institution  of  the  sixteen  campus  University  of  North  Carolina  System  which  is  a  component 
unit  of  the  State  of  North  Carolina  and  an  integral  part  of  the  State's  Comprehensive  Annual  Financial 
Report. 

The  accompanying  financial  statements  present  all  funds  belonging  to  the  University  and  its  component 
units.  While  the  Board  of  Governors  of  the  University  of  North  Carolina  System  has  ultimate  responsibility, 
the  Chancellor,  the  Board  of  Trustees,  and  the  Board  of  Trustees  of  the  Endowment  Fund  have  delegated 
responsibilities  for  financial  accountability  of  the  University's  funds.  Although  legally  separate,  the  Watson 
Foundation  is  a  component  unit  of  the  University,  and  is  reported  as  if  they  were  part  of  the  University. 

The  Donald  R.  Watson  Foundation,  Inc.  is  governed  by  a  five  member  board  of  which  three  are  appointed 
by  the  Board  of  Trustees  of  the  University  of  North  Carolina  at  Wilmington.  Although  legally  separate,  the 
Foundation  is  reported  as  if  it  were  part  of  the  University  because  its  sole  purpose  is  to  operate  exclusively 
to  solicit  and  receive  contributions  and  to  distribute  income  and  principal  to  carry  out  the  purposes  of 
selected  organizations  including  the  University. 

Separate  financial  statements  for  the  Watson  Foundation  may  be  obtained  from  the  University  Financial 
Services  Office,  601  South  College  Rd.,  Wilmington,  NC  28403  or  by  calling  (910)  962-3144  Other 
related  foundations  and  similar  non-profit  corporations  for  which  the  University  is  not  financially  accountable 
are  not  part  of  the  accompanying  financial  statements. 

B.  Basis  of  Presentation  -  The  accompanying  financial  statements  are  presented  in  accordance  with  generally 
accepted  accounting  principles  applicable  to  governmental  colleges  and  universities  as  promulgated  by  the 
Governmental  Accounting  Standards  Board  (GASB).  In  accordance  with  GASB  standards,  the  University 
has  elected  to  follow  the  fund  accounting  and  reporting  guidelines  set  forth  by  the  American  Institute  of 
Certified  Public  Accountants  in  its  Industry  Audit  Guide,  Audits  of  Colleges  and  Universities. 

C.  Fund  Structure  -  The  accompanying  financial  statements  are  structured  into  three  categories  of  funds: 
Current,  Fiduciary,  and  Plant  Funds. 

The  Current  Funds  are  used  to  account  for  the  revenues  and  expenditures  resulting  from  operations,  with 
the  Unrestricted  Funds  and  Restricted  Fund  shown  separately.  The  Restricted  Fund  represents  resources 
that  are  restricted  to  use  by  either  an  outside  donor  or  grantor.  Current  funds  that  are  internally  designated 
for  specific  purposes  by  the  governing  board  or  management  having  delegated  authority  are  reported  as 
Unrestricted  Funds.  The  Unrestricted  Proprietary  Fund  reflecting  the  operations  of  the  student  supply  store, 
dormitories,  other  auxiliary  enterprises,  internal  service  funds,  student  activity  funds  and  intercollegiate 
athletics  is  shown  separately  from  the  Unrestricted  General  Fund. 

The  Fiduciary  Funds  are  used  to  account  for  additions  to  and  deductions  from  fund  equity  of  the  Student 
Loan  Fund  and  Endowment  Fund.  In  addition,  the  Fiduciary  Funds  are  used  to  account  for  funds  of 
students  and  organizations  held  by  the  University  as  custodian  in  the  Agency  Fund.  The  transactions  of  the 
Agency  Fund  increase  and  decrease  assets  and  liabilities  but  do  not  effect  fund  equity.  As  a  result,  the 
Agency  Fund  is  not  reflected  in  the  Statement  of  Changes  in  Fund  Equity. 

The  Plant  Funds  are  used  to  account  for  additions  to  and  deductions  from  fund  equity  of  the  Unexpended 
Plant  Fund,  Debt  Service  Fund,  and  the  Investment  in  Plant  Fund.  The  Debt  Service  Fund  includes  the 
Repair  and  Replacement  reserves  as  well  as  the  reserves  for  Retirement  of  Indebtedness. 
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D.  Basis  of  Accounting  -  The  financial  statements  of  the  University  have  been  prepared  on  the  accrual  basis 
except  that,  in  accordance  with  accounting  practices  customarily  followed  by  public  educational  institutions, 
no  provision  is  made  for  depreciation  of  fixed  assets,  interest  on  loans  to  students  is  recorded  when  collected, 
and  revenue  from  tuition  and  student  fees  for  summer  sessions  is  reported  totally  within  the  fiscal  year  in 
which  the  session  is  primarily  conducted.  Otherwise,  revenues  are  reported  in  the  accounting  period  when 
they  are  earned  and  become  measurable  and  expenditures  are  reported  in  the  accounting  period  when  materials 
or  services  are  received  or  when  incurred,  if  measurable. 

The  Statement  of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes  is  a  statement  of  financial 
activities  of  current  funds  related  to  the  current  reporting  period.  It  does  not  purport  to  present  the  results  of 
operations  or  the  net  income  or  loss  for  the  period  as  would  a  statement  of  income  or  a  statement  of  revenues 
and  expenses. 

E.  Cash  and  Cash  Equivalents  -  In  addition  to  cash  on  deposit  with  private  bank  accounts,  petty  cash,  and 
undeposited  receipts,  this  classification  includes  savings  accounts,  money  market  accounts,  cash  on  deposit 
with  fiscal  agents,  and  short-term  investments  with  the  State  Treasurer's  Cash  and  Investment  Pool  (a 
governmental  external  investment  pool.)  All  other  short-term  investments  are  reported  as  investments. 

F.  Investments  -This  classification  includes  long-term  fixed  income  investments,  repurchase  agreements,  equity 
investments,  mutual  funds,  money  market  funds,  certificates  of  deposit,  limited  partnerships,  real  estate 
investment  trusts,  real  estate,  and  other  assets  holdings  by  the  University.  Except  for  money  market  funds, 
certificates  of  deposit,  real  estate  not  held  by  a  governmental  external  investment  pool  and  other  asset 
holdings,  these  investments  are  reported  at  fair  value  for  year-end  financial  reporting  purposes.  Fair  value 
is  the  amount  at  which  an  investment  could  be  exchanged  between  two  willing  parties.  Fair  value  for 
financial  reporting  purposes  is  based  on  quoted  market  prices.  The  net  increase  (decrease)  in  the  fair  value 
of  investments  is  recognized  as  a  part  of  investment  income. 

Money  market  funds,  certificates  of  deposit,  real  estate  not  held  by  a  governmental  external  investment  pool 
and  other  asset  holdings  are  reported  at  cost,  if  purchased,  or  at  fair  market  value  or  appraised  value  at  date 
of  gift,  if  donated. 

In  addition,  the  University  reports  securities  lending  transactions  as  part  of  its  investments.  These  transactions 
occur  when  government  entities  loan  their  securities  to  broker-dealers  and  other  entities  (borrowers)  in 
exchange  for  collateral  and  simultaneously  agree  to  return  the  collateral  for  the  securities  in  the  future. 
While  the  University  does  not  directly  engage  in  securities  lending  transactions;  it  deposits  certain  funds 
with  the  State  Treasurer's  Cash  and  Investment  Pool  which  participates  in  securities  lending  activities. 
Based  on  the  State  Treasurer's  allocation  of  these  transactions,  the  University  recognizes  its  allocable  share 
of  the  State  Treasurer's  "Securities  Lending  Collateral  Investment  Pool"  as  part  of  its  investments  and  an 
equal  liability  amount  as  "Obligations  Under  Securities  Lending  Transactions."  The  allocable  share  of  the 
income  and  costs  arising  from  pooled  securities  lending  transactions  is  reported  as  part  of  investment  income 
and  as  institutional  expenditures  for  current  funds  and  other  expenditures  for  fiduciary  and  plant  funds, 
respectively. 

G.  Receivables  and  Allowance  for  Doubtful  Accounts  -  Accounts  receivable  in  the  Unrestricted  General 
Fund,  the  Unrestricted  Proprietary  Fund,  and  the  Restricted  Fund  are  shown  in  the  accompanying  financial 
statements  net  of  allowances  for  doubtful  accounts  of  $60,094,  $0,  and  $0  respectively.  In  addition,  student 
loans  receivable  in  the  Loan  Fund  is  shown  net  of  the  allowance  for  doubtful  accounts  of  $457,066.  The 
accounts  and  notes  receivable  for  other  funds  are  shown  at  book  value  with  no  provision  for  doubtful 
accounts  considered  necessary. 

H.  Inventories  -  Inventories  held  by  the  University  are  priced  at  the  lower  of  cost  or  market  value  using  the 
first-in,  first-out  and  weighted  average  method.  The  inventories  for  the  Unrestricted  General  Fund  consist 
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of  expendable  supplies,  postage  and  fuel  oil  held  for  consumption.  Inventories  for  the  Unrestricted  Proprietary 
Fund  consist  of  textbooks  and  other  merchandise  for  resale. 

I.  Fixed  Assets  and  Depreciation  -  Fixed  Assets  are  stated  at  cost  at  date  of  acquisition  or  fair  market  value 

at  date  of  donation  in  the  case  of  gifts.  The  University  capitalizes  fixed  assets  that  have  a  value  or  cost  in 
excess  of  $5,000  at  the  date  of  acquisition  and  an  expected  useful  life  of  one  or  more  years.  Library  books 
acquired  prior  to  June  30,  1983  are  valued  on  the  basis  of  industry  statistics  and  expert  judgments. 
Depreciation  is  not  recorded. 

To  the  extent  that  current  funds  are  used  to  finance  plant  assets,  the  amounts  provided  are  accounted  for  as: 
(1)  expenditures,  in  the  case  of  normal  replacement  of  furniture  and  movable  equipment;  (2)  mandatory 
transfers,  in  the  case  of  required  provisions  for  debt  retirement  and  renewal  and  replacement;  and  (3)  transfers 
of  a  non-mandatory  nature  for  all  other  cases. 

Fixed  assets  financed  with  debt  proceeds  are  reported  in  the  Investment  in  Plant  fund  subgroup  when 
expenditures  are  incurred.  Construction  period  interest  cost  in  excess  of  earnings  associated  with  the  debt 
proceeds  is  capitalized  as  a  component  of  the  fixed  asset. 

Public  domain  ("infrastructure")  fixed  assets  consisting  of  roads,  parking  lots,  and  sidewalks  are  capitalized 
as  other  structures  and  improvements. 

J.  Vacation  and  Sick  Leave  -  The  University's  policy  is  to  record  the  cost  of  vacation  leave  when  earned.  The 
policy  provides  for  a  maximum  accumulation  of  unused  vacation  leave  of  30  days  which  can  be  carried 
forward  each  January  1st  or  for  which  an  employee  can  be  paid  upon  termination  of  employment.  Also,  any 
accumulated  vacation  leave  in  excess  of  30  days  at  year-end  is  converted  to  sick  leave.  Under  Jhis  policy, 
the  accumulated  vacation  leave  for  each  employee  at  June  30th  equals  the  leave  carried  forward  at  the 
previous  December  31st  plus  the  leave  earned,  less  the  leave  taken  between  January  1st  and  June  30th. 

The  University  has  the  policy  of  recording  the  cost  of  sick  leave  when  taken  and  paid  rather  than  when  the 
leave  is  earned.  The  policy  provides  for  unlimited  accumulation  of  sick  leave,  but  the  employee  cannot  be 
compensated  for  any  unused  sick  leave  upon  termination  of  employment. 

K.  Revenue  Recognition  -  Current  Funds  revenues,  as  reflected  on  Exhibit  C,  include  ( 1 )  all  unrestricted  gifts, 
grants,  and  other  resources  earned  during  the  reporting  period  and  (2)  restricted  resources  to  the  extent  that 
such  funds  were  expended.  Current  Funds  revenues  do  not  include  restricted  current  funds  received  but  not 
expended  or  resources  that  are  restricted  by  external  persons  or  agencies  to  funds  other  than  current  funds. 

Certain  Unrestricted  Proprietary  Fund  auxiliary  operations  provide  goods  and  services  to  activities  reported 
in  the  Unrestricted  General  Fund  (as  well  as  external  customers).  Because  the  University  reports  its 
Unrestricted  General  and  Proprietary  Fund  activities  separately  on  the  financial  statements,  inter-departmental 
charges  between  the  Unrestricted  General  and  Proprietary  Funds  have  not  been  eliminated.  The  total  internal 
(and  external)  transactions  related  to  these  operations  totaled  approximately  $2,472,294  for  the  fiscal  year 
ended  June  30,  1999.  These  internal  (and  external)  charges  have  been  reported  as  a  part  of  sales  and  service 
revenue  and  the  related  costs  as  (internal  service  operation  expenses  or  auxiliary  enterprise  expenses. 

Tuition  remission  and  waivers  are  recorded  as  tuition  and  fees  revenue  and  as  student  financial  assistance 
expenditures  during  the  academic  period(s)  granted. 

Student  fees  pledged  under  bond  indentures  are  reported  as  unrestricted  revenues  when  received  unless 
such  fees  are  not  legally  available  for  other  purposes,  in  which  case  they  are  reported  as  an  addition  to  Debt 
Service  Fund  equity. 
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L.        Endowment  Investment  Return 

Investments  of  the  University's  endowment  funds  are  pooled,  unless  required  to  be  separately  invested  by 
the  donor.  Investment  return  of  the  University's  [pooled]  endowment  funds  is  predicated  on  the  total  return 
concept  (yield  plus  appreciation).  Annual  spending  amounts  are  calculated  by  multiplying  the  spending 
rate  (4.5%)  times  a  three-year  moving  average  of  the  market  value.  To  the  extent  that  the  total  return  for  the 
current  year  exceeds  the  payout,  the  excess  is  added  to  principal.  If  current  year  earnings  do  not  meet  the 
payout  requirements,  the  University  uses  accumulated  income  and  appreciation  to  make  up  the  difference. 

Endowments  are  classified  as  either  "true"  or  "quasi".  True  endowments  are  funds  that  the  donor  has 
specified,  as  a  condition  of  the  gift,  that  the  principal  be  maintained  indefinitely.  Quasi  endowments  are 
funds  on  which  there  is  no  such  restriction  placed  by  the  donor. 

M.  Unrestricted  Fund  Balance:  Designated  for  Specific  Purposes  -  This  classification  includes  available 
unrestricted  fund  balances  that  are  internally  designated  /  allocated  by  management  and  represents  established 
plans  for  financial  resource  utilization  in  a  future  period. 


Note  2  -     Deposits  and  Investments 


Deposits  -  The  University  is  required  by  General  Statute  147-77  to  deposit  its  budget  code  cash  and  by  the 
University  of  North  Carolina  Board  of  Governors  pursuant  to  General  Statute  1 16-36. 1  to  deposit  its  institutional 
trust  funds,  except  for  funds  received  for  services  rendered  by  health  care  professionals,  in  the  State  Treasurer's 
Cash  and  Investment  Pool  (a  governmental  external  investment  pool).  Also,  the  University  may  voluntarily 
deposit  endowment  funds,  special  funds,  revenue  bond  proceeds,  debt  service  funds,  and  funds  received  for 
services  rendered  by  health  care  professionals  with  the  State  Treasurer's  Cash  and  Investment  Pool.  Special 
funds  consist  of  moneys  for  intercollegiate  athletics  and  agency  funds  held  directly  by  the  University. 

Deposits  include  cash  and  cash  equivalents  totaling  $37,288,879.  At  year-end,  cash  on  hand  was  $36,270. 
The  University's  portion  of  the  State  Treasurer's  Cash  and  Investment  Pool  was  $34,307,297.  It  is  the  State 
Treasurer's  policy  and  practice  for  his  deposits  not  covered  by  federal  depository  insurance  to  be  covered  by 
collateral  held  by  the  State  of  North  Carolina's  agent  in  the  name  of  the  State  and  for  his  investments  to  be 
held  by  the  State's  agent  in  the  State's  name.  The  carrying  amount  of  the  University's  deposits  not  with  the 
State  Treasurer  was  $138,921  and  the  bank  balance  was  $173,675.  Of  the  bank  balance,  $161,868  was 
covered  by  federal  depository  insurance  and  $1 1,807  was  uninsured  and  uncollateralized. 

North  Carolina  General  Statutes  147-69. 1(c)  and  147-69.2  authorize  the  State  Treasurer  to  invest  in  the 
following:  Obligations  of  or  fully  guaranteed  by  the  United  States;  obligations  of  certain  federal  agencies; 
repurchase  agreements;  obligations  of  the  State  of  North  Carolina;  certificates  of  deposit  of  specified 
institutions;  prime  quality  commercial  paper;  specified  bills  of  exchange;  asset-backed  securities,  corporate 
bonds  and  notes  with  specified  ratings;  general  obligations  of  other  states;  general  obligations  of  North 
Carolina  local  governments;  certain  venture  capital  limited  partnerships;  and  the  obligations  or  securities  of 
the  North  Carolina  Enterprise  Corporation. 

The  financial  statements  and  disclosures  for  the  State  Treasurer's  Cash  and  Investment  Pool  are  included  in 
the  State  of  North  Carolina's  Comprehensive  Annual  Financial  Report.  An  electronic  version  of  this  report 
is  available  by  accessing  the  North  Carolina  Office  of  the  State  Controller's  Internet  home  page  http:// 
www.osc.state.nc.us/OSC  and  clicking  on  "Financial  Reports",  or  by  calling  the  State  Controller's  Financial 
Reporting  Section  at  (919)  981-5454. 

Investments  -  The  University  is  authorized  by  The  University  of  North  Carolina  Board  of  Governors  pursuant 
to  General  Statute  1 16-36.2  to  invest  its  special  funds  and  funds  received  for  services  rendered  by  health 
care  professionals  in  the  same  manner  as  the  State  Treasurer  is  required  to  invest,  as  previously  discussed. 
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Bond  proceeds  and  debt  service  funds  are  invested  in  accordance  with  the  bond  resolutions  in  obligations  which 
will  by  their  terms  mature  on  or  before  the  date  funds  are  expected  to  be  required  for  expenditure  or  withdrawal. 

General  Statute  1 16-36(e)  provides  that  the  trustees  of  the  Endowment  Fund  shall  be  responsible  for  the 
prudent  investment  of  the  Funds  in  the  exercise  of  their  sound  discretion,  without  regard  to  any  statute  or 
rule  of  law  relating  to  the  investment  of  funds  by  fiduciaries  but  in  compliance  with  any  lawful  condition 
placed  by  the  donor  upon  that  part  of  the  Endowment  Fund  to  be  invested 

The  University's  investments  (pooled  and  non-pooled)  are  categorized  below  to  give  an  indication  of  the 
level  of  risk  assumed  by  the  entity  at  year-end.  The  credit  risk  categories  are  concerned  with  custodial 
credit  risk,  which  is  the  risk  that  a  government  will  not  be  able  to  recover  the  value  of  investment  or  collateral 
securities  that  are  in  the  possession  of  an  outside  party  if  the  counterparty  to  the  investment  transaction  fails. 
There  are  three  categories  of  credit  risk.  Category  1  includes  investments  that  are  insured  or  registered  or 
for  which  the  securities  are  held  by  the  University  or  its  agent  in  the  University's  name.  Category  2  includes 
uninsured  and  unregistered  investments  for  which  the  securities  are  held  by  a  counterparty's  trust  department 
or  agent  in  the  University's  name.  Category  3  includes  uninsured  and  unregistered  investments  for  which 
the  securities  are  held  by  the  broker  or  dealer,  or  by  a  counterparty's  trust  department  or  agent  but  not  in  the 
University's  name.  A  summary  of  the  University's  investments.at  June  30,  1999  is  presented  below. 


Categorized  Investments: 

U.  S.  Government  Securities 
Corporate  Bonds 
Corporate  Stocks 
Repurchase  Agreement 

Total  Categorized  Investments 

Investments  Not  Categorized: 

Money  Market  Funds 

Mutual  Funds 

Real  Estate 

Securities  Lending  Collateral  Investment  Pool 

Other  Investments 

Total  Investments  Not  Categorized 

Total  Non  Pooled  Investments 


Investments 

Fai 

■  Valu 

Risk  Category 

1                               2 

3 

Total 

$ 

415.687      $                        0 

28,163 

407.069 

0 

$ 

5.013.306     $ 

8,163 
1.108.104 
1,602.330 

5,428.993 

36,326 

'  1.515.173 

1.602.330 

$ 

850.919     $                       0 

$ 

7,731,903 

8.582.S22 

6,427.510 

14,587,900 

66 

13,365,634 

13,840 

34.394,950 

$42,977,772 

Non-Current  Funds  Investment  Income  -  The  additions  and  deductions  in  the  non-current  fund's  fund 
equity  balances  as  a  result  of  investment  income  were  as  follows: 


Additions 

Deductions 

Interest  and 

Securities 

Net  Increase 

Net  Decrease 

Total 

Dividend 

Lending 

in  Fair  Value 

in  Fair  Value 

Investment 

Income 

Income 

of  Investments 

of  Investments 

Income 

Endowment  Fund 

137,056 

1,215,306 

1.352.362 

Unexpended  Plant  Fund 

44,687 

19.956 

64,643 

Debt  Service  Fund 

279,774 

1,801 

277.973 

Endowment  Fund  Investments  -  The  Board  of  Trustees  of  the  Endowment  Fund  of  the  University  has 
established  a  policy  that  emphasizes  growth  orientation  in  the  investment  of  endowment  funds.  The  fair 
value  of  the  Endowment  Fund  Investments  pooled  and  non-pooled  as  of  June  30,  1999  as  compared  to  the 
prior  year  was  as  follows: 


Investments  by  Fund: 

Endowment 

Term  Endowment 

Quasi  Endowment  Unrestricted 

Quasi  Endowment  Restricted 

Total 

Investment  by  Type: 

Debt  Securities 

Equity  Securities 

Money  Market  Funds 

Mutual  Funds 

Real  Estate 

Limited  Partnerships 

Real  Estate  Investment  Trusts 

Investments  Held  by  Broker-Dealers  Under 

Reverse  Repurchase  Agreements 
Securities  Lending  Collateral 

Investment  Pool 
Other  Investments 

Total 


Balance 

Balance 

June  30.  1999 

June  30, 

1998 

$ 

14,445,042 

5.660,935 
369.582 

$ 

12.882.450 

5,251,595 
357.342 

s 

20,475,559 

18,491.387 

$ 

3.319,359 

865,076 

1,822,494 

14.437.187 

66 

$ 

3,357.198 

785.477 

1,334,735 

12,874,382 

0 

106,772 

E.  Securities  Lending  Transactions  -  Based  on  the  authority  provided  in  G.S .  1 47-69.3( e),  the  State  Treasurer 
lends  securities  from  its  investment  pools  to  broker-dealers  and  other  entities  (borrowers)  for  collateral  that 
will  be  returned  for  the  same  securities  in  the  future.  The  Treasurer's  securities  custodian  manages  the 
securities  lending  program.  During  the  year,  the  custodian  lent  U.S.  government  securities,  corporate  bonds, 
notes,  and  common  stock  for  collateral.  The  custodian  is  permitted  to  receive  cash,  U.S.  government  securities, 
or  irrevocable  letters  of  credit  as  collateral  for  the  securities  lent.  The  collateral  is  initially  pledged  at  102 
percent  of  the  market  value  of  the  securities  lent,  and  additional  collateral  is  required  if  its  value  falls  to  less 
than  100  percent  of  the  market  value  of  the  securities  lent.  There  are  no  restrictions  on  the  amount  of  loans 
that  can  be  made.  Substantially  all  security  loans  can  be  terminated  on  demand  by  either  the  State  Treasurer 
or  the  borrower. 

The  University's  portion  of  securities  lent  at  year-end  for  cash  collateral  is  presented  as  unclassified  in  the 
preceding  schedule  of  custodial  credit  risk.  Securities  received  as  collateral  are  not  recorded  in  either  the 
Treasurer's  or  the  University's  financial  statements  because  the  State  Treasurer  cannot  pledge  or  sell  the 
collateral  securities  unless  the  borrower  defaults. 

The  cash  collateral  received  is  invested  by  the  custodian  agent  and  held  in  a  separate  account  in  the  name  of 
the  State  Treasurer.  The  average  maturities  of  the  cash  collateral  investments  do  not  differ  materially  from 
the  average  maturity  of  the  securities  lent.  While  cash  can  be  invested  in  securities  ranging  from  overnight 
up  to  two  years,  the  custodian  agent  is  not  permitted  to  make  investments  where  the  weighted  average 
maturity  of  all  investments  exceeds  90  days.  At  June  30,  1999,  the  weighted  average  maturity  of  unmatched 
investments  was  less  than  one  month. 
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At  year-end,  the  State  Treasurer  has  no  credit  risk  exposure  to  borrowers  and  incurred  no  losses  during  the 
year  ended  June  30,  1999  related  to  these  transactions.  The  securities  custodian  is  contractually  obligated  to 
the  Treasurer  for  certain  conditions,  including  indemnity  on  a  default  by  the  borrowers  to  return  securities 
and  on  a  failure  by  the  borrowers  to  maintain  collateral  with  the  securities  custodian  agent  equal  to  100%  of 
the  market  value  of  the  securities  lent. 

Derivatives  -  The  University  invested  in  derivative  instruments  [through  its  external  investment  pool  during 
the  fiscal  year  ended  June  30,  1999.  Derivative  instruments  are  generally  contracts  whose  value  depends 
on,  or  derives  from,  the  value  of  an  underlying  asset,  reference  rate,  or  index.  Derivative  investments  may 
also  include  certain  interest  earning  investment  contracts,  debt  securities,  and  equity  securities  whose  values 
depend  on  or  derive  from  the  value  of  underlying  assets.  As  required  by  generally  accepted  accounting 
principles,  the  nature  of  the  derivative  transactions  and  the  reasons  for  entering  into  those  transactions 
follow: 

Indirect  Derivative  Holdings  -  The  University  uses  various  external  money  managers  to  identify  specific 
investment  funds  and  limited  partnerships  that  meet  asset  allocation  and  investment  management  objectives. 
The  University  invests  in  these  funds  and  partnerships  to  increase  the  yield  and  return  on  its  investment 
portfolio  given  the  available  alternative  investment  opportunities  and  to  diversify  its  asset  holdings.  These 
investments  generally  include  equity  and  bond  funds.  Certain  of  these  investments  expose  the  University  to 
significant  amounts  of  market  risk  by  trading  or  holding  derivative  securities  and  by  leveraging  the  securities 
in  the  fund.  The  book  value  of  these  investments  reflects  their  cost. 

The  University  limits  the  amount  of  funds  managed  by  any  single  asset  manager  and  also  limits  the  amount 
of  funds  to  be  invested  in  particular  security  classes.  The  fund  investments  which  utilize  derivative  securities 
for  the  fiscal  year  ending  June  30,  1999,  are  described  below. 

Commonfund  -  The  Commonfund  is  an  open-end  management  investment  company  that  offers 
approximately  twenty  five  diversified  and  non-diversified  portfolios  that  each  have  unique  investment 
objectives  and  strategies.  The  University  participates  in  eight  of  these  portfolios  which  invest  in  a  variety  of 
currency,  interest  rate  and  indexed  derivative  securities  including  futures,  options  on  futures,  structured 
notes,  structured  securities,  forwards  and  swaps. 

As  of  June  30,  1999,  the  University  investment  in  the  Commonfund  was  $  14,437,187. 


Note  3  -  Inter-fund  Receivables  and  Payables 

Due  From/To  Other  Funds  as  of  June  30,  1999  are  summarized  below: 

Due  To 

Unrestricted  1 1 

Due  From 


Unrestricted  General  Fund 
Unrestricted  Proprietary  Fund 
Restricted  Fund 
Unexpended  Plant  Fund 

Total  Due  To 


Unrestricted 

Unrestr 

cted 

Debt  Service 

Total 

General 

Proprie 

tary 

Fund 

Due  From 

$ 

$ 

8.207 

$ 

$ 

20.568 

361 

20,568 
361 

18,564 

231 

18.795 

$                   39.132 

S 

8,799 

$ 

$ 

39,724 

These  inter-fund  receivables  and  payables  are  expected  to  be  paid  back  during  the  next  fiscal  year  at  no  interest.  In 
addition,  other  inter-fund  borrowings  of  a  temporary  nature  have  occurred  where  one  bank  account  is  maintained 
for  more  than  one  fund.  Because  the  fund  making  the  temporary  loan  has  not  been  determined  by  the  University, 
these  inter- fund  borrowings  are  not  reported  as  an  asset  of  the  fund  making  the  advance  or  as  a  liability  of  the  fund 
receiving  the  advance. 


Note  4  -  Changes  in  Fixed  Assets 

A  summary  of  changes  in  the  fixed  assets  is  presented  as  follows: 


[  and 

Buildings 

Other  Structures  and  Improvements 

Furniture.  Machinery  and  Equipment 

Artwork.  Artifacts  and  Literature 

Construction  in  Progress 

Totai  Fixed  Assets 


Balance 

Balance 

July  1.  1998 

Additions 

Deletions 

June  30,  1999 

$             1.508,004 

$ 

1.134.227 

$ 

0 

$ 

2.642,231 

97.067.733 

7,468,353 

0 

104.536,086 

13,253,997 

1.323.336 

0 

14,577.333 

13.486,903 

1.969.550 

343.686 

15.112.767 

24,436,613 

2.113.220 

14.460 

26.535.373 

12.049,763 

16,636.552 

7.961.793 

20.724.522 

$        161.803.013 

$ 

30.645,238 

$ 

8.319,939 

S 

184,128.312 

Note  5  -  Long-Term  Obligations 


A. 


Changes  in  Long-Term  Obligations  -  A  summary  of  changes  in  the  long-term  obligations  is  presented  as 
follows: 


Notes  Payable 
Bonds  Payable 
Capital  Leases 

Total  Long-Term  Obligations 


Balance 
July  1,  1998 

Additions 

Deletions 

Balance 
une  30,  1999 

$          36.125,000 

920.312 

0 

$ 

0 

0 

611,342 

$ 

1 .740.000 
217.794 
21,459 

$ 

34,385,000 
702,518 

589,883 

$          37,045,312 

S 

611,342 

$ 

1.979,253 

$ 

35,677,401 

B.        Notes  Payable  -  The  University  was  indebted  for  notes  payable  in  the  amount  of  $702,5 1 8at  June  30,  1999 
for  the  purposes  shown  in  the  following  table. 


Purpose 

Financial  Institution 

Interest 
Rate/ 
Ranges 

Final 

Maturity 

Date 

Original 

Amount 
of  Issue 

Principal 

Paid 
Through 
06/30/99 

Principal 

Outstanding 

06/30/99 

Parking  Lot  Construction 
Parking  Lot  Construction 
Parking  Lot  Construction 

Centura 

Bank  of  America 

BB&T 

6.58 
6.74 
5.23 

08/15/03 
06/30/01 
02/01/07 

$ 

698,300 
769,400 
430.000 

$ 

500.45 1 
615,520 
79.211 

197.849 

$         153.880 

350.789 

Total  Notes  Payable 

S 

1.897,700 

$ 

1.195.182 

$        702.5 1 8 
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C.      Bonds  Payable  -  The  University  was  indebted  for  bonds  payable  in  the  amount  of  $34,385,000  at 
June  30,  1999  for  the  purposes  shown  in  the  following  table. 


Interest 

Final 

Original 

Principal 

Principal 

Rate/ 

Maturity 

Amount 

Paid  Through 

Outstanding 

Purpose 

Series 

Ranges 

Date 

of  Issue 

6/30/99 

6/30/99 

Dorm  and  Dining 

Hall 

Construct  Dorm 

B 

7.5  -8.0 

01/09 

$      1.400.000 

$        545.000 

$           855.000 

Construct  Dorm 

C 

5.5  -  6 

01/07 

1.600.000 

1,150.000 

450.000 

Construct  Dorm 

1) 

5.5  -  6 

01/01 

1,600,000 

1,055,000 

545,000 

Construct  Dorm 

H 

5.9-6.75 

01/04 

3,285,000 

1,630,000 

1,655,000 

Construct  Dorm 

I 

4.2  -  5.0 

01/09 

10,735,000 

1.615,000 

9.120,000 

Construct  Honors  Dorm 

J 

4.6-5.4 

01/18 

6.440,000 

200.000 

6.240.000 

Physical  Education  System 


Construct  Trask  Colesium 

B 

3.3  -  5.5 

01/10 

1,140.000 

275,000 

865,000 

Union  Revenue  System 

Construct  Union  Ctr 

1990 

6.9 

01/11 

5.367.000 

5,147,000 

220,000 

Refund  1990 

1997 

4.8  -  5.0 

01/11 

4,300,000 

165,000 

4.135,000 

9.667,000 

5,312,000 

4.355.000 

Recreation  Revenue  System 
Construct  Recreation  Center 


Total  Bonds  Payable 


$   46.167,000  $    11,782,000  $      34,385.000 


Designated  student  fees  and  revenue  streams  related  to  the  systems  financed  have  been  pledged  for  the 
payment  of  these  bonds.  In  addition,  fund  reservations  required  by  the  Bond  Indentures  have  been  established 
and  recorded  in  the  Debt  Service  Fund. 

Annual  Requirements  -  The  annual  requirements  to  pay  principal  and  interest  on  the  long-term  obligations 
at  June  30,  1999  are  presented  as  follows: 


Annual  Requirements 
(Principal  and  Interest) 


Bonds 

Notes 

Capital 

Fiscal  Year 

Payable 

Payable 

Leases 

2000                  $           3,879,667 

$              208,467 

$               116,995 

2001 

3,889,063 

197,847 

116,995 

2002 

3,891,340 

110,287 

116,995 

2003 

3,901,230 

104,855 

116,995 

2004 

3,772,850 

65,080 

116,995 

2005-2009 

15,972,768 

134,238 

194,994 

2010-2014 

7,850,280 

2015-2019 

6,181,775 
49,338,973 

Total  Requirements      ! 

S              820,774 

S              779,969 
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E.        Bond  Defeasance  -  The  University  has  extinguished  long-term  debt  obligations  by  the  issuance  of  new 
long-term  debt  instruments  as  follows: 

Union  System  Revenue  In  June  1997,  the  University  defeased  $3,850,000  of  outstanding  Series  1990  Bonds. 
An  irrevocable  trust  was  established  with  an  escrow  agent  to  provide  for  all  future  debt  service  payments  on 
the  defeased  bonds.  The  trust  assets  and  the  liability  for  the  defeased  bonds  are  not  included  in  the  University's 
balance  sheet.  At  June  30,  1999,  the  balance  of  the  defeased  Union  Bonds  was  $3,850,000. 


Note  6  -  Capital  Leases 


Capital  lease  obligations  relating  to  athletic  field  lighting  equipment  are  recorded  at  the  present  value  of  the  minimum 
lease  payments.  Future  minimum  lease  payments  under  capital  lease  obligations  consist  of  the  following  at  June 
30.  1999: 


Fiscal  Year 

Amount 

2000 

$               116,995 

2001 

116,995 

2002 

116,995 

2003 

116.995 

2004 

116.995 

Thereafter 

194,994 

Total  Minimum  Lease  Payments 


Amount  Representing  Interest 
(8%  Rate  of  Interest) 


Present  Value  of  Future  Lease  Payments 


$ 

779,969 

190.086 

$ 

589.883 

Lease  assets  included  in  plant  funds  amounted  to  $589,883  at  June  30,  1999 

Note  7  -  Operating  Leases 

Future  minimum  lease  payments  under  non-cancelable  operating  leases  consist  of  the  following  at  June  30,  1999: 


2000 
2001 
2002 
2003 
2004 

Total  Lease  Payments 


$ 

101.806 

13,056 

13.056 

13.056 

9,792 

$ 

150,766 

Rental  expenses  for  all  operating  leases  during  the  year  was  $96,814 
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Note  8  -  Commitments  and  Contingencies 


Commitments  -The  University  has  established  an  encumbrance  system  to  track  its  outstanding  commitments 
on  construction  projects  and  other  purchases.  Outstanding  commitments  on  construction  contracts  were 
$8,595,918  at  June  30,  1999. 

Pending  Litigation  and  Other  Contingencies  -  The  University  is  a  party  to  various  litigation  and  other 
claims  in  the  ordinary  course  of  its  operations.  Since  it  is  not  possible  to  predict  the  ultimate  outcome  of 
these  matters,  no  provision  for  any  liability  has  been  made  in  the  financial  statements.  University  management 
is  of  the  opinion  that  the  liability,  if  any,  for  any  of  these  matters  will  not  have  a  material  adverse  effect  on 
the  financial  position  of  the  University,  except  as  follows: 

One  lawsuit  with  a  possible  settlement  of  $150,000 


Note  9  -  Budgeting  and  Budgetary  Control 


The  State  of  North  Carolina  operates  on  a  biennial  budget  cycle  with  separate  annual  departmental  and  institutional 
certified  budgets  adopted  by  the  General  Assembly.  Chapter  1 1 6,  Article  1 ,  Part  2A  of  the  North  Carolina  General 
Statutes  authorizes  the  universities  within  the  sixteen  campus  University  of  North  Carolina  System  to  apply  for 
special  responsibility  status,  which  sets  the  legal  level  of  budgetary  control  at  the  institution's  budget  code  level.  A 
budget  code  is  a  convention  used  in  the  State's  accounting  system  to  distinguish  the  type  of  fund  and  the  responsible 
department  or  institution.  Budget  Codes  are  also  used  to  segregate  certain  purposes  within  departments  or  institutions. 
Institutions  with  special  responsibility  status  must  still  have  certain  budget  revisions,  primarily  those  associated 
with  unanticipated  revenues,  approved  by  the  Office  of  State  Budget  and  Management.  Additionally,  universities 
must  maintain  programs  and  services  in  accordance  with  the  guidelines  established  by  the  Board  of  Governors  of 
the  consolidated  University  of  North  Carolina  System.  The  University  of  North  Carolina  at  Wilmington  has 
applied  for  and  received  special  responsibility  status. 

After  the  budget  is  approved  by  the  General  Assembly  and  adopted  by  the  Board  of  Governors,  the  University 
follows  an  established  system  of  budgetary  controls.  Periodic  interim  budget  statements  to  department  heads 
guide  them  in  managing  budget  allocations.  Monthly  financial  reports,  which  include  budget  and  actual  data,  are 
provided  for  each  fund  to  individual  managers  responsible  for  the  fund.  When  actual  conditions  require  changes  to 
the  budget,  revisions  are  prepared  and  communicated  to  those  affected.  Changes  to  the  budget  are  reviewed  and 
approved  at  the  University  or  State  level  as  required.  The  University  maintains  an  encumbrance  accounting  system 
as  another  method  to  ensure  that  imposed  expenditure  constraints  are  observed.  The  state  budgetary  control  is 
maintained  on  a  cash  basis  of  accounting. 


Note  10  -  Risk  Management 


The  University  is  exposed  to  various  risks  of  loss  related  to  torts;  theft  of,  damage  to,  and  the  destruction  of  assets; 
errors  and  omissions;  injuries  to  employees;  and  natural  disasters.  These  exposures  to  loss  are  handled  via  a 
combination  of  methods,  including  participation  in  various  state-administered  risk  pools,  purchase  of  commercial 
insurance,  and  self  retention  of  certain  risks. 

Tort  claims  of  up  to  $150,000  are  self  insured  under  the  authority  of  the  State  Tort  Claims  Act.  In  addition,  the 
State  provides  an  additional  $11,000,000  public  officers'  and  employees'  liability  insurance  via  contract  with  a 
private  insurance  company.  The  premium,  based  on  a  composite  rate,  is  paid  by  the  University  directly  to  the 
insurer. 
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The  State  Property  Fire  Insurance  Fund  (Fund),  an  internal  service  fund  of  the  State,  insures  all  State  owned 
buildings  and  contents  for  fire,  extended  coverage,  and  other  property  losses.  Coverage  for  fire  losses  for  all 
operations  supported  by  the  State's  General  Fund  is  provided  at  no  cost  to  the  University.  Other  operations  not 
supported  by  the  State's  General  Fund  are  charged  for  fire  coverage.  The  Fund  generally  insures  fire  losses  up  to 
$1,100,000  and  extended  coverage  losses  up  to  $100,000  per  building  and  $500,000  per  occurrence.  All  losses 
covered  by  the  Fund  are  subject  to  a  $500  per  occurrence  deductible  except  for  theft  that  carries  a  $1,000  per 
occurrence  deductible.  The  Fund  purchases  excess  insurance  from  a  private  insurer  to  cover  losses  over  the  amounts 
insured  by  the  Fund.  The  University  also  purchased  through  the  Fund  extended  coverage  and  other  property 
coverage  such  as  sprinkler  leakage,  business  interruption,  vandalism,  theft  and  "all  risks"  for  buildings  and  contents. 
Wind  coverage  is  provided  by  the  Fund  and  its  reinsurer  but  the  University  has  a  $100,000  deductible  per  building 
or  $500,000  deductible  per  occurrence.  However,  for  losses  involving  a  named  storm,  such  as  a  hurricane,  the 
University's  deductible  is  increased  to  1%  of  the  total  value  of  a  building  and  its  contents  up  to  a  maximum  of 
$3,000,000  per  occurrence,  but  not  less  than  $100,000  per  occurrence.  There  have  been  no  significant  reductions 
in  insurance  coverage  from  the  previous  year  and  settled  claims  have  not  exceeded  coverage  in  any  of  the  past  three 
fiscal  years. 

All  State-owned  vehicles  are  covered  by  liability  insurance  handled  by  the  State  Department  of  Insurance.  The 
State  is  self-insured  for  the  first  $250,000  of  any  loss  through  a  retrospective  rated  plan.  Excess  insurance  coverage 
is  purchased  through  a  private  insurer  to  cover  losses  greater  than  $250,000.  The  liability  limits  for  losses  incurring 
in-state  are  $150,000  per  claimant  and  $5,000,000  per  occurrence.  The  University  is  charged  premiums  to  cover 
the  cost  of  excess  insurance  and  to  pay  for  those  losses  falling  under  the  self-insured  retention. 

The  University  is  protected  for  losses  from  employee  dishonesty  and  computer  fraud  for  employees  paid  in  whole 
or  in  part  from  State  funds.  The  blanket  honesty  bond  is  with  a  private  insurance  company  and  is  handled  by  the 
State  Department  of  Insurance  with  coverage  of  $5,000,000  per  occurrence  and  a  $10,000  deductible. 

Other  coverage  not  handled  by  the  State  Department  of  Insurance  is  purchased  through  the  State's  insurance  agent 
of  record. 

Employees  and  retirees  are  provided  health  care  coverage  by  the  Comprehensive  Major  Medical  Plan,  an  internal 
service  fund  of  the  State.  The  Plan  is  funded  by  employer  and  employee  contributions  and  is  administered  by  a 
third  party  contractor.  Health  care  coverage  is  optionally  available  through  contractual  agreements  with  several 
HMO  plans.  The  North  Carolina  Workers'  Compensation  Program  provides  benefits  to  workers  injured  on  the  job. 
All  employees  of  the  State  are  included  in  the  program.  When  an  employee  is  injured,  the  University's  primary 
responsibility  is  to  arrange  for  and  provide  the  necessary  treatment  for  work  related  injury.  The  University  is 
responsible  to  pay  medical  benefits  and  compensation  in  accordance  with  the  North  Carolina  Workers'  Compensation 
Act.  The  University  is  self-insured  for  workers'  compensation. 

Term  life  insurance  of  $25,000  to  $50,000  is  provided  to  eligible  workers.  This  self  insured  death  benefit  program 
is  administered  by  the  State  Treasurer's  Office  and  funded  via  employer  contributions. 

Additional  details  on  the  state-administered  risk  management  programs  are  disclosed  in  the  State's  Comprehensive 
Annual  Financial  Report,  issued  by  the  Office  of  the  State  Controller. 


Note  11  -  Pension  Plans 


Retirement  Plans  -  Each  permanent  full-time  employee,  as  a  condition  of  employment,  is  a  member  of 
either  the  Teachers'  and  State  Employees'  Retirement  System  or  the  Optional  Retirement  Program.  The 
Teachers'  and  State  Employees'  Retirement  System  (System)  is  a  multiple-employer  cost  sharing  defined 
benefit  pension  plan  administered  by  the  North  Carolina  State  Treasurer. 
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After  five  years  of  creditable  service,  employees  qualify  for  a  vested  deferred  benefit.  Employees  who 
retire  on  or  after  age  65  and  complete  5  years  of  membership  service  (age  55  and  5  years  of  creditable 
service  for  law  enforcement  officers),  reach  age  60  with  25  years  of  membership  service,  or  complete  30 
years  of  creditable  service  receive  a  retirement  allowance  of  1.80%  of  an  average  final  compensation  (based 
on  the  4  consecutive  years  that  produce  the  highest  average)  multiplied  by  the  number  of  years  of  creditable 
service.  Employees  may  retire  with  reduced  benefits  if  they  reach  age  50  with  20  years  of  creditable  service 
or  reach  age  60  with  5  years  of  creditable  service  (age  50  with  1 5  years  creditable  service  for  law  enforcement 
officers). 

The  funding  policy  for  the  Teachers'  and  State  Employees'  Retirement  System  provides  for  periodic  employer 
and  member  contributions  at  actuarially  determined  rates  that  expressed  as  percentages  of  annual  covered 
payroll  are  sufficient  to  accumulate  assets  needed  to  pay  benefits  when  due.  The  system  is  funded  by 
member  contributions  of  6%  of  compensation  and  by  employer  contributions  of  7.42%  of  covered  payroll 
for  the  year  ended  June  30,  1999.  Benefit  and  contribution  provisions  are  established  by  North  Carolina 
General  Statute  135-5  and  135-8  and  may  be  amended  only  by  the  North  Carolina  General  Assembly. 

For  the  year  ended  June  30,  1999,  the  University  had  a  total  payroll  of  $55,414,031  of  which  $26,899,993 
was  covered  under  the  Teachers'  and  State  Employees'  Retirement  System.  Total  employee  and  employer 
contributions  for  pension  benefits  for  the  year  were  $1,614,000  and  $1,995,979,  respectively.  The  University 
made  one  hundred  percent  of  its  annual  required  contributions  to  the  retirement  plans  for  the  years  ended 
June  30,  1999  and  1998.  which  were  $4,676,283,  and  $4,413,693,  respectively. 

The  Teachers'  and  State  Employees'  Retirement  System's  financial  information  is  included  in  the  State  of 
North  Carolina's  Comprehensive  Annual  Financial  Report.  An  electronic  version  of  this  report  is  available 
by  accessing  the  North  Carolina  Office  of  the  State  Controller's  Internet  home  page  http://www.osc.state.nc.us/ 
OSC  and  clicking  on  "Financial  Reports",  or  by  calling  the  State  Controller's  Financial  Reporting  Section 
at  (919)  981-5454. 

The  Optional  Retirement  Program  (Program)  is  a  defined  contribution  retirement  plan,  which  provides 
retirement  benefits  with  options  for  payments  to  beneficiaries  in  the  event  of  the  participant's  death. 
Administrators  and  eligible  faculty  of  the  University  may  join  the  Program  instead  of  the  Teachers'  and 
State  Employees'  Retirement  System.  The  Program  offers  plans  administered  by  the  Teachers'  Insurance 
Annuity  Association  and  College  Retirement  Equities  Fund  (TIAA-CREF),  as  well  as  Lincoln  National 
Life  Insurance  Company  and  the  Variable  Annuity  Life  Insurance  Company  ( VALIC).  Participant  eligibility 
and  contributory  requirements  are  established  by  General  Statute  135-5.1.  Participants  contribute  6%  of 
their  salary  and  the  University  matches  with  a  6.84%  contribution  for  pension  benefits.  The  University 
assumes  no  liability  other  than  its  contribution. 

Participants  in  the  Program  are  vested  after  five  years  of  service  but  plan  administrators  must  return  the 
value  of  the  participant's  and  University's  contribution  to  both  the  participant  and  the  University  if  termination 
occurs  prior  to  five  years  of  service.  Participants  may  direct  their  contributions  to  TIAA-CREF,  Lincoln 
National,  VALIC  or  combinations  of  the  aforementioned.  Participants  in  all  three  plans  may  choose  to 
invest  among  several  alternatives,  including  fixed  and  variable  accounts.  Employees  may  elect  to  have  their 
contributions  deposited  by  one  provider  and  the  matching  benefit  deposited  by  another,  or  they  may  elect  to 
have  both  deposited  by  the  same  provider. 

For  the  year  ended  June  30,  1999,  the  University  had  a  total  payroll  of  $55,414,031  of  which  $20,536,290 
was  covered  under  the  Optional  Retirement  Program.  Total  employee  and  employer  contributions  for  pension 
benefits  for  the  year  were  $1,232,177  and  $1,404,682,  respectively. 
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B.  Deferred  Compensation  and  Supplemental  Retirement  Income  Plans  IRC  Section  457  Plan  -  The  State 
of  North  Carolina  offers  its  permanent  employees  a  deferred  compensation  plan  created  in  accordance  with 
Internal  Revenue  Code  Section  457  through  the  North  Carolina  Public  Employee  Deferred  Compensation 
Plan  (the  Plan).  The  Plan  permits  each  participating  employee  to  defer  a  portion  of  his  or  her  salary  until 
future  years.  The  deferred  compensation  is  available  to  employees  upon  separation  from  service,  death, 
disability,  retirement  or  financial  hardships  if  approved  by  the  Board  of  Trustees  of  the  Plan.  The  Board,  a 
part  of  the  North  Carolina  Department  of  Administration,  maintains  a  separate  fund  for  the  exclusive  benefit 
of  the  participating  employees  and  their  beneficiaries,  The  North  Carolina  Public  Employee  Deferred 
Compensation  Trust  Fund.  The  Board  also  contracts  with  an  external  third  party  to  perform  certain 
administrative  requirements  and  to  manage  the  trust  fund's  assets.  All  costs  of  administering  and  funding 
the  Plan  are  the  responsibility  of  the  Plan  participants.  No  costs  are  incurred  by  the  University.  The  voluntary 
contributions  by  employees  amounted  to  $49,463  for  the  year  ended  June  30,  1999. 

IRC  Section  401(k)  Plan  -  All  members  of  the  Teachers'  and  State  Employees'  Retirement  System  and  the 
Optional  Retirement  Program  are  eligible  to  enroll  in  the  Supplemental  Retirement  Income  Plan,  a  defined 
contribution  plan,  created  under  Internal  Revenue  Code  Section  401  (k).  All  costs  of  administering  the  plan 
are  the  responsibility  of  the  plan  participants.  No  costs  are  incurred  by  the  University  except  for  a  5% 
employer  contribution  for  the  University's  law  enforcement  officers  which  is  mandated  under  General  Statute 
143-163. 30(e).  Total  employer  contributions  on  behalf  of  University  law  enforcement  officers  for  the  year 
ended  June  30,  1999  were  $37,188.  The  voluntary  contributions  by  employees  amounted  to  $350,590  for 
the  year  ended  June  30,  1999. 

IRC  Section  403(b)  and  403(b)(7)  Plans  -  All  University  employees  who  work  can  participate  in  tax  sheltered 
annuity  plans  created  under  Internal  Revenue  Code  Sections  403(b)  and  403(b)(7).  The  employee's  eligible 
contributions,  made  through  salary  reduction  agreements,  are  exempt  from  federal  and  state  income  taxes 
until  the  annuity  is  received  or  the  contributions  are  withdrawn.  These  plans  are  exclusively  for  employees 
of  universities  and  certain  charitable  and  other  non-profit  institutions.  All  costs  of  administering  and  funding 
these  plans  are  the  responsibility  of  the  plans.  No  costs  are  incurred  by  the  University.  The  voluntary 
contributions  by  employees  amounted  to  $830,994  for  the  year  ended  June  30,  1999. 


Note  12  -  Other  Postemployment  Benefits 


Health  Care  for  Long-Term  Disability  Beneficiaries  and  Retirees  -  The  University  participates  in  state 
administered  programs  which  provide  health  care  benefits  to  eligible  former  employees.  Additional  detailed 
information  about  these  programs  is  disclosed  in  the  State  of  North  Carolina's  Comprehensive  Annual 
Financial  Report.  The  University  contributes  2%  of  covered  payroll  under  the  Teachers'  and  State  Employees' 
Retirement  System  and  the  Optional  Retirement  Program  for  these  health  care  benefits.  For  the  fiscal  year 
ended  June  30,  1999,  the  University's  total  contribution  for  these  health  care  benefits  was  $948,726.  The 
University  assumes  no  liability  for  these  health  care  benefits  provided  by  the  programs  other  than  its 
contribution. 

Long-Term  Disability  -  The  University  participates  in  the  Disability  Income  Plan  of  North  Carolina  (the 
Plan).  The  Plan  provides  disability  income  to  eligible  participants.  Eligible  participants  are  employees  that 
are  members  of  the  Teachers'  and  State  Employees'  Retirement  System  or  the  Optional  Retirement  Program. 
Additional  detailed  information  about  the  Plan  is  disclosed  in  the  State  of  North  Carolina's  Comprehensive 
Annual  Financial  Report.  The  University  contributed  to  the  Plan,  .52%  of  covered  payroll  under  the  Teachers' 
and  State  Employees'  Retirement  System  and  the  Optional  Retirement  Program.  For  the  fiscal  year  ended 
June  30,  1999,  the  University's  total  contribution  to  the  Plan  was  $246,669.  The  University  assumes  no 
liability  for  long-term  disability  benefits  under  the  Plan  other  than  its  contribution. 
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Note  13  -  Construction  Costs  Paid  From  Debt  Proceeds 

Construction  costs  paid  from  debt  proceeds  are  not  reflected  as  additions  to  fund  equity  of  the  Investment  in  Plant 
Fund  but  rather  as  an  increase  to  the  Investment  in  Plant  Fund's  assets  and  liabilities.  During  the  year,  $5,010,946 
was  added  to  the  Investment  in  Plant  Fund's  assets  and  liabilities  for  assets  purchased  from  debt  proceeds. 

Note  14  -  Related  Parties 

Foundations  -  There  are  three  separately  incorporated  non-profit  foundations  associated  with  the  University. 
These  foundations  are  the  Foundation  of  UNCW,  Alumni  Association  of  UNCW,  and  the  Student  Aid  Association. 

These  organizations  serve  as  the  primary  fundraising  arm  of  the  University  through  which  individuals,  corporations 
and  other  organizations  support  University  programs  by  providing  scholarships,  fellowships,  faculty  salary 
supplements,  and  unrestricted  funds  to  specific  colleges  and  the  University's  overall  academic  environment.  The 
University's  financial  statements  do  not  include  the  assets,  liabilities,  net  assets  or  operational  transactions  of  the 
foundations,  except  for  support  from  each  organization  to  the  University.  This  support  approximated  $602,583  for 
the  year  ended  June  30,  1999. 

Note  15  -  Pledges  Receivable 

At  June  30,  1999,  pledges  receivable  were  not  recorded  because  the  net  realizable  amount  was  not  measurable  and, 
while  promised,  were  not  legally  enforceable  to  the  University.  These  pledges  totaled  approximately  $304,000 
and  are  due  in  varying  amounts  generally  over  the  next  three  years. 

Note  16  -  Prior  Period  Adjustment(s) 

As  of  July  1,  1998,  the  fund  equity  balances  of  the  various  funds  as  previously  reported  were  restated  to  exclude 
maintenance  projects  previously  booked  in  Construction  in  Progress  as  follows: 

Fund  Group  June  30.  1998  To  To  Correct  Total  July  1.  1998 

Fund  Equity  as  Reclassify  Other  Errors  in  Restatement  Fund  Equity 

Previously  Reported  Funds  Reported  Balances  as  Related 


Investment  in  Plant  $         162.185,402        $  S  (382.389)        $  (382.389) 


Note  17  -  Museum  of  World  Cultures 


The  museum  of  World  Cultures  is  part  of  the  College  of  Arts  and  Sciences  and  the  property  of  the  University.  The 
Museum's  two  collections,  permanent  and  teaching,  consist  of  approximately  3,000  artifacts  from  modern  and 
ancient  cultures  around  the  world.  The  artifacts  include  furniture,  jewelry,  clothing,  musical  instruments,  pottery, 
sculptures  of  wood  and  stone,  textiles,  masks,  photographs  and  painted  scrolls.  The  value  of  this  collection  has 
not  been  booked  and  is  not  reflected  in  these  financial  statements 
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The  University  of  North  Carolina  at  Wilmington 

Required  Supplementary  Information  -  June  30, 1999 


Ykar  2000  Issues 


Governmental  Accounting  Standards  Board  Technical  Bulletin  98- 1  (TB  98- 1 ),  Disclosures  about  Year  2000  Issues, 
dated  October  1998  and  amended  on  March  29,  1999  by  Technical  Bulletin  99-1,  states  in  part  that  (a)  the  year 
2000  issue  is  the  result  of  shortcomings  in  many  electronic  data  processing  systems  and  other  equipment  that  may 
adversely  affect  a  government's  operations  as  early  as  fiscal  year  1999,  and  (b)  problems  affecting  a  wide  range  of 
government  activities  will  likely  result  if  computers  and  other  electronic  equipment  that  are  dependent  upon  data- 
sensitive  coding  are  not  corrected.  TB  98- 1  further  states  that  these  problems  have  a  potential  for  causing  disruption 
to  some  government  operations  and  may  temporarily  increase  the  cost  of  these  operations.  In  accordance  with  the 
requirements  of  TB  98-1,  as  amended,  the  University  makes  the  following  disclosures  about  year  2000  issues. 

Description  of  Year  2000  Issues  and  the  Stages  of  Work  Necessary  to  Make  Systems  Compliant  -  The  University 
has  recognized  the  urgency  in  dealing  with  the  year  2000  dilemma  and  established  a  Year  2000  Project  Team 
(project  team)  during  calendar  year  1997.  The  project  team's  roles  and  responsibilities  include:  conducting 
awareness  sessions;  posting  notices  in  the  campus  newsletter;  determining  the  business  impact  of  system  failures; 
identifying  date  sensitive  systems,  electronic  equipment,  and  equipment  with  embedded  chips;  determining 
contingency  plans;  determining  conversion  approaches  and  schedules;  analyzing  external  interfaces;  analyzing 
supplier  readiness;  analyzing  third-party  compliance  for  software  and  hardware;  providing  campus  departments 
with  web  site  links  to  further  analyze  software  and  with  tools  to  analyze  hardware;  working  with  application 
analysts  and  programmers  and  statewide  committee  to  determine  acceptance  and  production  readiness,  working 
with  application  analysts  and  programmers  to  convert  applications  and  equipment,  and  test  applications;  and  working 
with  a  special  year  2000  test  resource  team  to  perform  independent  validation  and  verification  for  mission  critical 
systems. 

The  University  has  completed  an  inventory  of  its  electronic  data  processing  systems  and  other  electronic  equipment 
that  may  be  affected  by  the  Year  2000  issue  and  that  are  necessary  to  conducting  the  University's  operations.  The 
University  is  subjecting  those  systems  and  equipment  to  the  following  stages  of  work  to  address  year  2000  issues: 

•  Awareness  Stage  -  Establishing  a  budget  and  project  plan  for  dealing  with  the  year  2000  issue. 

•  Assessment  Stage  -  Identifying  the  systems  and  components  for  which  year  2000  compliance  work  is  needed. 

•  Remediation  Stage  -  Making  changes  to  systems  and  equipment. 

•  Validation/Testing  Stage  -  Validating  and  testing  the  changes  that  were  made  during  remediation  stage. 
The  University's  year  2000  remediation  work  for  its  mission  critical  systems  and  electronic  equipment  are  in  the 
following  stages  of  work  as  of  June  30.  1999. 


(A  -  needs  to  be  addressed,  P  -  in  process,  C  -  completed) 


Financial  Records  Systems, 
Human  Resource/Payroll  Systems, 
Library  Systems, 
Communications  Systems, 
Alumni  Development  System, 
Student  Admissions, 
Student  Records, 
Student  Financial  Aid, 
Student  Loans, 
Student  Billing  Systems, 
Student  Housing,  Fixed  Assets, 
Facilities  Maintenance  Management 
System.  Crime  Tracking  System, 
LAN  &  Distributive  Network 
Systems 
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Because  of  the  unprecedented  nature  of  the  Year  2000  issue,  its  effects  and  the  success  of  related  remediation 
efforts  will  not  be  fully  determinable  until  year  2000  and  thereafter.  As  a  result  of  this  uncertainty,  management 
cannot  assure  that  the  University  is  or  will  be  Year  2000  ready,  that  the  University's  remediation  efforts  will  be 
successful  in  whole  or  in  part,  or  that  parties  with  whom  the  University  does  business  with  will  be  year  2000  ready. 

Outstanding  Contractual  Commitments  Related  to  Year  2000  Efforts  -  The  University  had  no  contractual 
commitments  outstanding  at  June  30,  1999,  related  to  year  2000  remediation  efforts. 


The  University  of  North  Carolina  at  Wilmington  is  committed  to  equality  of  educational  opportunity  and  does  not 
discriminate  against  applicants,  students,  or  employees  based  on  race,  color,  national  origin,  religion,  sex,  age  or 
handicap.  Moreover,  The  University  of  North  Carolina  at  Wilmington  is  open  to  people  of  all  races  and  actively 
seeks  to  promote  racial  integration  by  recruiting  and  enrolling  a  larger  number  of  black  students. 

Further,  the  university  affirms  that  admissions  and  employment  decisions  will  be  made  without  regard  to  an 
individual's  political  affiliation,  sexual  orientation,  or  relationship  to  other  university  constituents.  The  university 
seeks  to  promote  campus  diversity  by  employing  a  larger  number  of  minorities  and  females  where  these  groups  are 
under-utilized  with  the  university. 

Questions  regarding  program  access  should  be  referred  to  the  Compliance  Officer,  UNCW  Chancellor's  Office, 
601  South  College  Road,  Wilmington,  NC  28403-3297,  Phone  no.  (910)  962-3000. 


The  Board  of  Trustees  and  University  Officers 

June  30, 1999 


The  Board  of  Trustees 


University  Officers  and  Deans 


Franklin  L.  Block 
Chairman 


James  R.  Leutze 
Chancellor 


James  M.  Corcoran  '70 

Vice  Chairman 


R.O.  Walton,  Jr. 

Vice  Chancellor  for  Business  Affairs 


Margaret  B .  Dardess 

Secretary' 


Michelle  R.  Howard- Vital 

Vice  Chancellor  for  Public  Service  &  Extended  Education 


Alfred  R  Carlton,  Jr. 
Larry  J.  Dagenhart 
Hannah  D.  Gage 
Owen  G.  Kenan 
Juanita  Kreps 
Katherine  B.  Moore  '73 
Marcus  W.  Williams 
Connie  S.  Yow  '73 


Patricia  L.  Leonard 

Vice  Chancellor  for  Student  Affairs 

W  Patton  McDowell,  IV 

Vice  Chancellor  for  University  Advancement 

Marvin  K.  Moss 

Provost  and  Vice  Chancellor  for  Academic  Affairs 

Robert  E.  Tyndall 

Dean,  School  of  Education,  and  Vice  Chancellor  for 

Information  Technology 

Howard  O.  Rockness 

Dean,  Cameron  School  of  Business 


Patrick  H.  Gunn 
SGA  President 


Virginia  W.  Adams 
Dean,  School  of  Nursing 


Office  of  Business  Affairs 


Jo  Ann  M.  Seiple 

Dean,  College  of  Arts  and  Sciences 


R.O.  Walton,  Jr. 

Vice  Chancellor  for  Business  Affairs 


David  C.  Girardot 

Assistant  Vice  Chancellor  for  Facilities 


Timothy  A.  Jordan 

Associate  Vice  Chancellor  for  Business  Affairs 


Richard  M.  Scott 

Assistant  Vice  Chancellor  for  Business 


The  Financial  Report  was  printed  with  non-state  funds  and 
was  prepared  by  the  Finance  Offic 
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